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Fiscal Disparities i n the
LOUISVILLE, KENTUCKY
Metropolitan Area

A Report by
Roy Bahl
Syracuse U n i v e r s i t y , Syracuse
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I

The L o u i s v i l l e Metropolitan Area encompasses t h r e e c o u n t i e s - two i n Indiana--but L o u i s v i l l e and J e f f e r s o n county i n Kentucky t o g e t h e r
c o n t a i n 84 percent o f t h e population. The m e t r o p o l i s f i t s t h e s t e r e o typed p i c t u r e of a c e n t r a l c i t y packed w i t h problems, surrounded by bedroom suburbs. Closer examination shows some i n t e r e s t i n g v a r i a t i o n s : The
Negro population i s concentrated i n L o u i s v i l l e proper now, e s p e c i a l l y i n
a slum a r e a a t the core o f t h e c i t y , b u t i t i s beginning t o move t o t h e
suburbs. Also, Kentucky has a u t h o r i z e d , and L o u i s v i l l e h a s s u c c e s s f u l l y
imposed, a t a x on e a r n i n g s which b r i n g s i n revenue from n o n r e s i d e n t s o r ganized r e c i p r o c a l l y w i t h i t s surrounding communities.
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SUMMARY OF FINDINGS
Disparities in the socioeconomic structure between Louisville city and the surrounding communities in the SMSA are considerable and fit the stereotype central citysuburb relationship. The city of Louisville has a lower level of income, contains
over 80 percent of the nonwhites of the SMSA, and over 90 percent of public assistance recipients. Within the central city, a slum area at the core of the city (40
percent of the central city population) contains 95 percent of the city nonwhites,
and over two-thirds of city AFDC recipients. There are four balanced communities
in the metropolitan area--most of the 57 incorporated municipalities are bedroom
suburbs with populations less than 1000. Among the outlying communities a relatively high incidence of poverty is found in only two cases--both of which are unincorporated areas.
2.

Central city-suburb expenditure differences show that the core city generally spends
more per capita on the poverty-linked public services, while suburban areas spend
more per capita for public education and recreation. This pattern is due to some
combination of (a) the relatively greater and increasing proportion of the 18-65 age
group in the outlying areas, which dictates a greater need for educational and
recreational services, (b) the declining proportion of the central city population
which is in the 18-65 age group and the increasing proportion of population at the
poverty level of subsistence--which dictates a greater need for expenditures on the
poverty-linked services, and (c) the drain on central city services created by nonresident trips to Louisville city to place of work, to shop, to the University of
Louisville, etc., and (d) the nature of intergovernmental (state and federal)
assistance which tends to reduce the central city-suburb disparity in the needsresources gap for welfare related services, but increase the disparity in educational spending. Among the suburban communities, differences in public service levels
are not observed--essentially because of inadequate and incomparable data.

3. A comparison of effective property tax rates demonstrates that the burden is greater
in the central city than in the suburban communities of the central county. Where
measureable, the variation among the outlying communities is erratic. The disparity
in the fiscal ability of the central city and the suburbs would be considerably
greater if the occupational license (levied on earnings at place of employment) were
not a major source of revenue to the city and county governments, and to the two
school districts.

4. State government policies have had considerable effect on intra-SMSA imbalances.
First, state aid to education is higher on a per student basis to the county school
district than to the city district, thereby having a disparity-increasing effect.
Second, a recent court decision has resulted in full valuation of property, which
gives local units some flexibility in tax rates. Though this measure could reduce
the disparity in fiscal resources, it may result in an increase in central citysuburb difference in property tax burdens. Third, the state legislature has
authorized the imposition of a county-wide occupational tax for educational purposes. These funds will be distributed on the basis of average daily attendance
and therefore will tend to reduce the disparity.

5. The forecast for disparities in the SMSA is an increasing imbalance in socioeconomic
composition between the central city and the suburban areas. Population projections
to 1975 indicate a constant size central city but an increase in the balance of
Jefferson county by nearly 100 percent. Further, income level is expected to increase by a greater amount in the suburban areas and nonwhite population will continue to be heavily concentrated in the central city. Within the central city,
socioeconomic disparities could decline as a result of an imaginative model city

proposal aimed at the reclamation of the most impoverished area in the core city.*
Fiscal disparities will also grow since the base of both major sources of revenue in
the SMSA (the property tax and the occupational license) should increase by a greater amount in the area outside the central city. The projected imbalance in the
growth of assessed value is due to the greater amount of new construction activity
projected for the suburbs. Occupational license revenues should increase less in
the central city because of a continued movement of employment to the outlying areas.
6. Recommendations:
A.

The incidence of poverty js high in the central city therefore a major fiscal
problem is the financing of the poverty-linked services and the financing of
the physical redevelopmen; of substandard and dilapidated areas. It has become
increasingly apparent that considerably more federal assistance is needed in
these areas.

B. Two measures could be effective in reducing the wide disparity between the central city and suburbs in educational services. First, the state should adjust
the distribution of aids to (a) reduce the expenditure disparity, and (b) reflect the higher cost of educating students in poverty neighborhoods. Second,
local school districts should consolidate with the objectives of eliminating
disparities in fiscal ability and reducing racial and class imbalances.

C.

The provision of welfare services in metropolitan Louisville should be coordinated to achieve the objective of the reduction of poverty.

D.

The use of the property tax by the
sistent with the objectives of the
tax should be revised so as not to
city or to make potential sites in

Louisville city government may not be conredevelopment of the core area. The property
discourage new construction in the central
the outlying area more lucrative.

INTRODUCTION
Intergovernmental fiscal reforms in the Louisville metropolitan area have enabled
local units of government to meet the most serious of the recent fiscal crises; however,
the pattern of urban development in the SMSA has been a strong stimulus to the growth
of substantial intercommunity fiscal and socioeconomic disparities. The most serious of
these imbalances--created by the secular stagnation of the central city--is not unique
to the Louisville area. The central city of Louisville is characterized by a constant
or declining population and a relatively high incidence of poverty, while the suburban
areas house the higher income residents of the SMSA and are attracting increasingly
greater amounts of industry. The existence of this kind of disparity is not necessarily
bad--the poor concentrate in the core city area because of the existence of the kinds of
housing they can afford and the kind of jobs and social services which they require.
Netzer points out that "Indeed, it is probably in the national interest that the poor be
concentrated in central cities, for it is rather unlikely that their needs would ever
be sufficiently attended to were they not so conspicuous."l/ However, these imbalances

*

The Louisville model city proposal was not approved for the first group of model
city awards, announced on November 16, 1967.

-1/

Dick Netzer, "The Urban Fiscal Problem," Institute of Local Government, University
of Pittsburgh, 1967, p. 7.

become serious when there develops a gap between public sector requirements (needs) and
fiscal resources, which (a) differs among communities and (b) is accentuated rather than
reduced by public policy.
Central to this paper is an intensive examination of the nature and magnitude of
socioeconomic and fiscal disparities in the Louisville SMSA, a judgment of the degree
to which public (state, local, and federal) action and policy have tended to accentuate
or reduce these imbalances, and a disparity prognosis for the cmunities within the
metropolitan area. The concluding section involves a general discussion of the kinds of
public action which might be taken to reduce these intrametropolitan disparities.
The comparisons made in the following sections are designed to enable a more clear
perception of the overall pattern of disparities in the SMSA. First, the central city
of Louisville is contrasted with the balance of the SMSA and with the balance of the
central county. Second, certain salient characteristics of selected individual communities (incorporated and unincorporated) within the SMSA are presented where data are
available. Finally, certain data are available for a small area at the core of Louisville central city (approximately 40 percent of the city population) making possible an
examination of intracity disparities.
DISTRIBUTION OF POPULATION AND LOCAL
GOVERNMENT WITHIN THE SMSA
Louisville is the central city of a two-state, tri-county SMSA of approximately
750,000 inhabitants. The data in Table 1 show the distribution and growth rates of the
metropolitan area population for each of the three counties and the city of Louisville.
These comparisons do not indicate significant change among the counties in relative
size over the decade, but do show that a significant redistribution of population did
occur within Jefferson County.
The structure of local government within the metropolitan area is highly fragmented
(Table 2). The SMSA contains 129 local governments of which 105 have property taxing
power, while 60 of 69 local governments in Jefferson County have the power to tax
property. Including the city of Louisville, Jefferson County is overlapped by 49 municipalities, of which only 11 have populations in excess of 1,000. The education function is essentially the responsibility of a city and a county school district, whose
boundaries are not coterminous with city limits.21
Other than the central city, there are four incorporated communities in the SMSA
which are "balanced," in the sense of containing a reasonable mix of residential, commercial, and industrial land use (Table 3). Most of the remaining cities within the
SMSA may be classified as suburban bedroom communities of varying income levels. These
groupings are shown in Table 3 with 1960 and where available, 1964 or 1966 population
estimates.
Of the balanced communities, St. Mathews is rapidly becoming a regional commercial
center, while the city of Shively contains a major industrial component. Of the bedroom communities, Jeffersontown city and the Buechel area come closest to being balanced
communities in that each contains a substantial commercial or industrial component.,The
south end of the Buechel area includes the large General Electric Industrial Park,
which explains the relatively high proportion of nonresidential land use. Howev-r, the
area in general does not fit the pattern of a balanced community.

The county school district includes two zones within the central city of Louis2/
yille.

TABLE 1.--DISTRIBUTION OF POPULATION WITHIN LOUISVILLE SMSA

J e f f e r s o n County, Kentucky
(Louisville Central City)

1960

1966

84.2%

83.6%

(53.9)

(48.8)

Percent Increase
(Internal)
1960- 1966
9.5%
(-0.1)

Floyd County, I n d i a n a

7.1

7.0

9.2

C l a r k County, I n d i a n a

8.7

9.3

18.8

100.0

100.0

9.4

T o t a l SMSA

Source:

U.S. Bureau of Census, Census of P o p u l a t i o n 1960; and L o u i s v i l l e Chamber of
Commerce.

TABLE 2.--DISTRIBIPTION OF LOCAL GOVERNMENT WITHIN LOUISVILLE SMSA

Jefferson County
(Kentucky)
All types, total
(With property
taxing power)
Municipal
(With population
less than 1000)

Clark County
(Indiana)

Floyd County
(Indiana)

Total
-

69

(60)
49

(38)

County
Township
School districts
Special districts
(With property
taxing power)
Source: U. S. Bureau of the Census, Census of Governments: 1962. Volume V--Local Government in Metropolitan Areas, U . S . Government Printing Office, Washington, D.C.

TABLE 3.--CLASSIFICATION OF SELECTED COMWNITIES WITHIN
THE LOUISVILLE SMSA: WITH POPULATION ESTIMATES
Po~ulat
ion Within
Incorporated Limits
1960a
1966

Population Within
Census Tract Area
1964

Balanced Communities
St. Mathews , Kentucky
Shively , Kentucky
New Albany, Indiana
Jeffersonville, Indiana

8,738
15,155
37,812
19,522

14,000b
20,ooob
38 ,218C
20,060d

Suburban Bedroom Communities
High Income
Indian Hills
Audubon Park
Anchorage
Medium Income
Jeffersontown
.Druid Hills
Okolona
Low Income
Buechel
Newburg
aThe Municipal Yearbook, 1964, Table 111, pp. 92-145.
b~niversityof Louisville Urban Studies Center.

'u.s.

Bureau of the Census, Special Census of the Louisville S E A , May, 1964. Therefore, New Albany population estimate is for 1964.

d ~ l a r kCounty Chamber of Commerce estimate for 1964.
eUnincorporated areas.

Indian Hills and Anchorage are representatives of high income bedroom suburbs although the Anchorage area also has a relatively high incidence of poverty in two predominately Negro sections. Okolona is a lower middle income area in the south end of
the metropolitan area which has experienced rapid growth in the very recent past. Newburg is a low income (unincorporated) area in the southern portion of the county with a
high concentration of nonwhites and the highest incidence of poverty in the SMSA outside
the central city.

S O C I C ~ C O N O ~DISPARITIES
C
Disparities in Population characteristics
Louisville represents the stereotype SMSA central city--little or no population
growth and an increasing proportion of Negro population. Approximately 21 percent of
the population of the central city is nonwhite while only 3 percent of the Jefferson
County area population outside the central city is nonwhite. Of the 8,700 nonwhites
living outside the central city, almost half reside in the low-income Newburg area
while none of the other communities shown in Table 3 have substantial concentrations
of nonwhites. However, since 1950 there has been a significant change in the distribution of nonwhite residence within the metropolitan area in the form of a movement of
Negroes to the suburban areas--primarily to the Newburg area in Jefferson County. This
movement is primarily due to redevelopment efforts in the central city and in part to
the availability of new housing areas to Negroes. The clustering within the central
city in the distribution of nonwhite population is even more marked than that between
the central city and the SMSA. An area containing approximately 40 percent of the
population of the city of Louisville, located at the center of the core city, contains
approximately 95 percent of the central city nonwhite population.
The area of greatest population density in Jefferson County encircles downtown
Louisville within one to two miles of its core. However, this area has been losing
population for the past 15 years, primarily because of redevelopment and highway efforts,
and density has been decreasing. Between 1950 and 1964 much of the central city population concentration was dispersed and low density horizontal residential development
now covers much of the county./
Changes in the age structure of the population in the SMSA have generally followed
the broad changes in the age structure of the nation as a whole. However, the central
city of Louisville differs in that (a) the under 18 age group has increased at a slower
rate than in the outlying areas, and (b) the 18 to 64 age group actually declined,
while in the metropolitan area it increased. Consequently, the 18 to 64 age group in
the central city will be called on to assume an increasing tax burden as this major
wage earning and tax paying group decreases in number. The expenditure implications of
these central city-suburb differences in age structure changes relate to increased needs
in the suburbs for schools, recreational facilities, etc., and the increased needs in
the core city for programs designed to accommodate the elderly--housing, health, welfare, etc.kl

Louisville and Jefferson County Planning Commission, Interim Plan Report No. 5 3/
-Population,
1967.

-41

The Economic Base and Population: Survey, Analysis and Forecast for Metropolitan
Louisville, Louisville and Jefferson County Planning Commission, 1964.

The sex composition of metropolitan Louisville has also followed a national pattern--fertility, birth, and death rates varying only slightly from averages for the
nation as a whole. But in the city of Louisville, clerical and secretarial job opportunities have resulted in the female population increasing at a faster rate than the
male population.
Disparities in Housing Characteristics
As expected, there is a strong association between the distribution of nonwhites
in the SMSA and the distribution of substandard housing facilities. Approximately 4
percent of housing units in the central city are dilapidated as compared to only about
1 percent in the suburban areas of Jefferson County. The model city area within the
central city contains 73 percent of all dilapidated housing units in Louisville, and
over 7 percent of the housing units in the model city area are dilapidated (over onehalf are considered substandard).
The age distribution of buildings in each area suggests that no consistent relationship exists between the age and the condition of buildings, since the lowest-income
bedroom suburbs show both a relatively newer age distribution of buildings and the
highest proportion of dilapidated units. Other housing characteristics follow the expected pattern among the bedroom suburbs--median value of owner-occupied units is lowest
in the low income communities, multifamily dwelling units are relatively more prevalent
in the low income areas, and the percent of dwelling units which are owner-occupied
tends to be smaller in the lower income areas.
Disparities in Employment and Land Use Patterns
The employment-population ratio in the central city is approximately three times
greater than in the suburban areas of Jefferson County, reflecting the extent to which
nonresidents commute to the central city to work (Table 4"). Further, the distribution
of employment inside the central city is oriented much more heavily to manufacturing
(31 percent as opposed to 12 percent in the suburbs). Among the suburban comunities,
lower income areas have greater proportions employed in manufacturing while employment
in higher income areas is primarily in the retail and service industries. This pattern
is not atypical. The higher income communities are generally located on the east side
of Jefferson County, away from the major industrial areas. The fact that the lower
income areas show greater proportions of employment in manufacturing suggests only that
lower income workers tend to live closer to their place of work. When the General
Electric Appliance Park (over 11,000 employees) constructed facilities in 1951, the
nearest suburb was 1-% miles distant. Ten years later, 15 percent of its employees
lived within four miles, in areas including Newburg and Buechel. This pattern explains
the wide variations in employment structure among suburban conrmunities shown in Table
4*. It is worth noting that two large industrial sites have been proposed for the east
end of Jefferson County--if the General Electric effect applies, this could have a
significant bearing on the nature of metropolitan area disparities.
Disparities in the Level and Distribution
of Income and in Retail Sales
The level of income in the Louisville SMSA is generally greater in the eastern
areas of the central county, but lower in the central city than the outlying areas.
The Louisville central city, particularly the model city area, has both the lowest
average income level and the greatest proportion of families in the less than $3,000

*

Table 4 omitted.

income bracket (Table 4*). However, distribution of income, as measured by the size of
the Gini coefficient, is shown to be less equitable in the suburban areas than in the
central city .?I
Among the suburban communities, income levels and intra-area equity are affected
substantially by large concentrations of nonwhites. The high income community of
Anchorage, Kentucky is located in the eastern portion of the county; however, the very
low income, predominately Negro communities of Griffytown and Berrytown are also located
in this area. Consequently within this area of over 6,500 residents, more than 10
percent of the families earn less than $3,000 while over 15 percent of the families have
annual incomes in excess of $15,000. There is a relatively large proportion of nonwhites in the low income Newburg area, while the Buechel and Okolona areas are lower
income communities which have relatively smaller proportions of nonwhites.
Intercommunity differences in per capita retail sales (Table 4") generally reflect
two factors: (a) income differences among communities, and (b) the degree to which a
given community serves as a local and regional shopping center. Per capita retail sales
in the central city exceed that for all outlying areas thereby suggesting the extent to
which residents of suburban Jefferson County, and Clark and Floyd Counties, Indiana,
travel to the central city of Louisville to shop. However, the data in Table 5 indicates a clear trend toward the decentralization of retail activity as all measures of
retail activity show greater increases outside than inside the central city.
Disparities in the Incidence of Crime and Poverty
In the preceding sections were presented several factors which are at least partial
measures of the distribution of poverty within the SMSA, g.g., income level, percent of
families in the low income brackets, percent of dilapidated dwelling units, percent of
nonwhite population, etc. The data presented in Table 4" show both the distribution of
welfare recipients (by type of assistance) and the central city-suburb disparity in the
incidence of crime .6/
Both the total number of welfare recipients and the number of recipients per 100
residents are shown to be substantially higher in the central city than in the suburbs.
Within the central city, the incidence of poverty is highly concentrated in the core
(model city) area. The number of individuals receiving public assistance payments and
the number of AFDC recipients (per 100 population) in the model city area are twice as
great as in the entire central city, and over ten times as great as in suburban Jefferson County outside the central city. In general, the incidence of poverty measured in
almost any terms is considerably greater in the model city area than in the balance of
the central city (Table 6).
Poverty outside the central city is not distributed evenly, but in small pockets.
The data in Table 4'" show the concentration of welfare recipients in the heavily nonwhite Newburg area, and in the relatively low income-predominately white Buechel and

*

Omitted.

The relevant Gini coefficients are as follows: Louisville SMSA = 1.634; Louisville
51
-Central
City = 1.599; Jefferson County = 1.664; Clark County, Indiana = 1.410; Floyd
County, Indiana = 1.481.
61 The distribution of welfare recipients in Jefferson County was obtained by
-ysis
of address cards of welfare recipients in August of 1965 made available by

an analthe
Kentucky Department of Economic Security. Residence of Recipients of State-Federal
Public Assistance in Jefferson County, Kentucky, prepared by the Health and Welfare
Council of Louisville and Jefferson County, December, 1965.

TABLE 5.--CHANGES IN THE SPATIAL DISTRIBUTION OF SELECTED MEASURES
OF RETAIL ACTIVITY IN THE LOUISVILLE SMSA: 1954-1963

Item

Percent Increase
1954-1958
1958-1963

1954

1958

1963

2,000

2,707

2,669

224

409

832

13,020

13,471

12,179

1,033

1,416

1,606

79,628

105,036

126,786

31.9

7,058

10,570

25,004

49.7

204.23

267.01

324.26

30.74

44.70

54.11

99.14

21.05

Number of Establishments
Louisville City
Jefferson County
(Outside central city)

35.3 %
82.6

Number of Employees
Louisville City
Jefferson
(Outside central city)
Sales Receipts
(in thousands of dollars)
Louisville City
Jefferson County
(Outside central city)
Per Capita Sales Receipts
Louisville City
Jefferson County
(Outside central city)

Source: U.S. Census of Business, Selected Services, 1954, 1958, 1963.

-1.4 %
103.4

TABLE 6.--DISPARITIES WITHIN THE LOUISVILLE CENTRAL CITY:

Substandard housing u n i t s
P e r c e n t of persons 25 y e a r s
and o v e r w i t h l e s s than 8
y e a r s of education

City Total

Model Neighborhood
Total

35,900

27,590

24.2%

I n f a n t deaths a s a percent
of b i r t h s p e r y e a r

2.5%

P e r c e n t o f males 14 and over
who a r e unemployed

6.4%

P e r c e n t of persons under 21
r e c e i v i n g AFDC payments

6.9%

Number o f f a m i l i e s w i t h
incomes l e s s t h a n $3,000
Source:

21,717

13,545

U n i v e r s i t y of L o u i s v i l l e Urban S t u d i e s Center.

FOR 1965

Model Neighborhood
Total A s a Percent
of City Total
76.9%

Okolona areas. The large number of recipients in the high income Anchorage area is due
to the existence of two low income Negro sections--Berrytownand Griffytown.
Statistics on crime rates are not readily available for individual communities or
by census tracts within the SMSA. However, a breakdown is available for Jefferson
County outside the central city, Louisville central city, and the model city (core)
area. Comparisons of per capita total and juvenile arrests yield results which are
hardly surprising--the crime rate in the core area is 75 to 100 percent greater than
that in the central city, and three to six times greater than that outside the central
city.
These statistics on crime rates and public assistance recipients would seem to be
more than adequate indicators of the spatial distribution of poverty in the Louisville
metropolitan area. In this respect, these data provide a potentially useful proxy for
the requirements for certain types of public services and public investment within the
SMSA.

MCAL GOVERNMENT FISCAL DISPARITIES
The focus of the above analysis is on the identification and measurement of socioeconomic disparities within the Louisville SMSA. It remains to examine the public
finances of these areas in order to make some judgment about intermetropolitan variations in fiscal capacity, property tax burden, and existing levels of public service as
measured by per capita expenditures. If it is shown that the lower income areas--which
have, at the same time, greater need for certain types of public goods and lower fiscal
capacities--are bearing the greatest property tax burden and are not receiving compensating intergovernmental assistance, then the role of state-local fiscal policy in reducing disparities in the resource-requirements ratio may be called into question.
The objective here is to examine intra-SMSA differences in the level and trend of
expenditures by function, and revenues by major source. Two kinds of comparisons are
possible here: (a) among selected governmental units--municipalities and school districts--as shown in Table 7 and (b) between the central city and the area outside the
central city in general, as shown in Table 8. Unfortunately, not all Kentucky cities
are required to file an annual financial statement with the state finance commissioner.
Therefore, 1966 revenue and expenditure data are available for only a small number of
local governments within the SMSA. However, since detailed fiscal data for most units
of government are available in the 1962 Census of Governments,ll certain statistics will
be presented for that year. Though outdated in some cases, these statistics are presented in standardized form, e.g., per capita or per $100 of assessed value, and therefore may yield useful information about intercommunity disparities at a given point in
time

.

Expenditure Disparities
Analysis of intergovernmental variations in per capita general expenditures within
an SMSA is complicated by differing degrees of financial responsibility to such an extent that comparisons may be meaningless. For example, the fact that Druid Hills city
spent $2.25 per capita in 1962 while Shively spent $44.41 per capita (Table 7) may
indicate only the greater breadth of functional responsibility assumed by the Shively
city government, and may not imply a differential in public service levels. Even if
local governments did assume financial responsibility for a similar package of public

71
U.S. Bureau of the Census, Census of Governments: 1962, Vol. VII, No.
-ment
in Kentucky, U.S. Government Printing Office, Washington, D.C., 1964.

17, Govern-

services, there remains the assumption that equal per capita dollar expenditures mean an
equal quality of services. These shortcomings in the data are especially serious for
this inquiry since the real question at hand is whether the level of public services
provided differs among communities and among areas in the Louisville metropolitan area.
The data in Table 7 show a comparison of per capita amounts for certain functional
classes of expenditures among Louisville city and selected municipalities in the central
county. Because of the aforementioned data limitations, only certain expenditure and
revenue data are available for 1966 (though 1962 summary data are presented for selected
municipalities in the county). Even bearing in mind the incomparabilities in these
data, one might draw the inference that per capita costs of most of the common functions
are higher in the central city than in the individual suburban communities. However,
because of the substantial number of people commuting into Louisville to work or to
shop, central city cost per resident is probably considerably higher than central city
cost per person serviced. The data in Table 8 show per capita expenditures inside and
outside Louisville central city and reenforces the contention that per resident costs of
certain services are decidedly larger in the central city.
Per student expenditures by the three school districts show a generally inverse
relationship with income level--the relatively small Anchorage district spending substantially more than either the Jefferson County or Louisville city districts. Over
the period 1963-1966, per student expenditures by the city and county school districts
actually declined while that of the Anchorage district increased slightly. Meanwhile
average daily attendance increased by 3 percent in the Anchorage district, 2 percent in
the Louisville city district, and 19 percent in the Jefferson County district. Therefore, while expenditures in the county system grew (though they did not keep pace with
enrollment), city system education expenditures actually declined./
Enrollment in parochial schools in both the central city and in Jefferson County
outside the central city is considerable: in 1966 approximately 33 percent of enrollment in the central city was in parochial schools while the corresponding figure for
Jefferson County outside the central city was 21 percent. Over the 1964-66 period,
enrollment in parochial schools declined in the central city but increased slightly in
the county. Consequently, while the existence of private schools presently reduces the
education burden on the public systems more for the central city than the outlying areas,
the trend in parochial school enrollments inside and outside the central city is in the
opposite direction.
Revenue Disparities
The major sources of local government revenue in the Louisville SMSA are the property tax and an occupational license. State grant assistance to local units is significant only for education, though financial responsibility for the highway and welfare
functions are highly centralized.
Average per capita assessed value is substantially larger in the suburbs than in
the central city, and among the suburbs, is greatest in the high income Anchorage and
Audubon Park areas. Effective property tax rates,?/ on the other hand, are higher in
the central city than in most suburban areas--Louisville city at $6.36 per $1,000
assessed value is 3.8 times greater than the medium income Shively community. Effective
tax rates computed in this fashion on 1962 data may be misleading since property was

Local revenues for education in the central city fell from $11.1 million in fiscal
-81
1963 to $9.6 million in 1966. Public School Financial Analysis, Kentucky Department of
Education, Bureau of Administration and Finance, 1966, p. 37.
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Computed here as property tax revenues per $1,000 assessed valuation.

TABLE 7.--DISPARITIES IN FISCAL CHARACTWISTICS~

Louisville
ICentral City)

Pm)NG

MJNICIPALJTIES AND SCHOOL DISTRICTS IN THE LOUISVILLE SMSA: FOR 1962 AND 1966

School Districts
Indian Jeffersonville New Albany Louisville Jefferson
St.
Druid
Jefferson- Audubon
Anchorage
Anchorage
(Indiana)
(Indiana)
City
County
Mathews Hills Shively
town
Park

School population, 1960b

266

School population, 1966~

273

Per capita expenditures
1962
1966

$

601
620

Per capita general
revenues
1962
1966

601
620

Per capita intergovernmental revenues
1962
1966

115
137

Per capita property tax
revenues
1962
1966

486
483

Per capita assessed
value
1966
Effective property tax
rates
1966~

17,269

2.80

aMunicipal characteristics are expressed on a per capita (1960 and 1966 population) basis, school district characteristics on a per student (1962 and 1966) basis.
b~veragedaily attendance for school districts in 1962 and 1966.
CEstimates of 1964 population.
d~ropertytax revenues per $1,000 of assessed value.

TABLE 8.--ESTIMATES OF PER CAPITA EXPENDITURES INSIDE LOUISVILLE CENTRAL
CITY, IN JEFFERSON COUNTY, KENTUCKY,a AND IN THE ENTIRE SMSA:
FOR FISCAL 1965

~ u n c ionb
t
Police
Fire
Streets

Louisville
Central Citx

Jefferson
County

Total
SMSA

$ 12.65

$ 10.05

$

10.46

6.09

5.94

4.74

4.62

5.48

9.16

Sewerage
Health
Welfare
Debt
a~ncludingLouisville Central City.
b~ncludesonly current expenditures, except for the police and fire
functions where no breakdown is possible.
Source: Louisville data from Operating Budget, City of Louisville,
1964-65. County and SMSA data from U.S. Bureau of the Census, Local Government Finances in Selected Metropolitan Areas
for 1964-65, Series GF-No. 9, U.S. Government Printing Office,
Washington, D.C., 1966.

assessed on a fractional basis in that year and the median assessment ratio was not the
same in the city and the county. However, the great differences observed in Table 7 suggest that property tax burdens were, in fact, higher in the central city than in the
suburbs.
Among the three school districts, Anchorage, with only 279 students in average
daily attendance, has a per student assessed value and (equalized) effective property
tax rate greater than that of either the central city or county school districts.
Though the Jefferson County district has a per student assessed value only slightly
greater than the Louisville city district, the (equalized) effective tax rate is substantially higher in the county.
PUBLIC POLICY AM) SMSA DISPAR1TIES
The questions raised in this section are not why core city-suburban disparities in
socioeconomic characteristics have arisen, but whether or not governmental policies have
had the effect of accentuating or reducing imbalances in needs-resources gaps. In question here is the involvement of state, federal, and local governments in the metropolitan area fisc and the manner in which public action has effected both socioeconomic and
fiscal disparities in the Louisville SMSA. Of secondary concern is the effect on the
disparities of nonpublic action.
Direct State Assistance
There are three general methods for states to render direct financial assistance
to urban areas--direct grants, shared taxes, and direct state expenditures. State
assistance to local units in Kentucky takes the form of education grants and direct
expenditures for certain programs, most notably welfare and highways. Direct state
expenditure for highways has at least a neutral effect on intra-metropolitan disparities; however, for the poverty-linked welfare and health functions, it is probable that
state funds have been distributed between the central city and the suburbs and within
the central city so as to have a disparity-reducing effect.
The serious central city-suburban imbalances in socioeconomic composition which
were described in the preceding sections are reflected in the achievements of students
in the local school systems. In 1966, approximately 77 percent of ninth graders in the
county school system were going on to complete high school, while only 64 percent in the
city system were completing the twelfth grade. One-half of the 1966 graduates of the
county school system entered college while only 35 percent graduating from city schools
did so, and less than 1 percent of 1965 graduates from county high schools are estimated
to be unemployed while the estimate for central city graduates is over 9
It would appear that these disparities have been accentuated rather than reduced
by the state distribution of aids between the two school districts. Both per student
revenues from local sources and per student state aids are higher outside the central
city (Table 9). Therefore, the state is making a greater per student contribution to
the county school district which has the greater resources at its disposal and whose
students are already achieving at higher levels.
Furthermore, if the per student cost of education is greater in the poverty areas,
the central city-suburb disparity is even greater than the difference in the dollar
amount of per student outlay.

101 Holding Power and Graduates, Division of Research, State Department of Education,
Frankfort, Kentucky, March, 1967.

TABLE 9.--PUBLIC SCIIOOL FINANCES:

SELECTED STATISTICS FOR 1963 AND 1966

Louisville City
School District
Average daily attendance
Per student equalized
assessed value
Effective tax ratea

Jefferson County
School District

Anchorage
School District

55,347
65,844

266
273

$12,183
12,668

$18,349
17,269

.856
.724

1.049
-989

Per student state revenue

141
161

115
137

Per student local revenue

300
262

489
483

Per student total revenue

441
423

601
620

aTotal revenue produced by local taxes divided by the equalized assessed value of the
total property in the school districts.
Source:

Public School Financial Analysis, Bureau of Administration and Finance, Kentucky Department of Education, 1966, p. 37.

S t a t e Action and the Local Property Tax
The s t a t e government i n Kentucky provided a p a r t i a l s o l u t i o n t o t h e f i s c a l problems of t h e L o u i s v i l l e a r e a and the growing central-suburb d i s p a r i t i e s , through a c t i o n
taken a t a s p e c i a l session of t h e s t a t e l e g i s l a t u r e i n September of 1965. The s p e c i a l
session was c a l l e d t o consider two major problems:
(1) The S t a t e Court of Appeals had
ordered one year e a r l i e r t h a t a l l property i n the s t a t e be assessed a t 100 percent of
f a i r market value, instead of t h e e x i s t i n g median s t a t e r a t i o of 27 percent ( 3 4 t o 38
percent i n J e f f e r s o n County). One purpose of t h e s p e c i a l session was t o consider a d j u s t ments i n the property tax r a t e s t o compensate f o r the court requirement of f u l l value
assessment.
(2) The two Jefferson County school d i s t r i c t s were facing a serious financ i a l c r i s i s a f t e r l o c a l r e s i d e n t s had twice defeated proposals t o r a i s e a d d i t i o n a l revenues f o r t h e education function.
The Kentucky s t a t u t e s l i m i t the property tax r a t e of a l l school d i s t r i c t s and
c i t i e s t o $1.50 per $100 of assessed valuation, and t h e r a t e of county governments t o
$0.50 per $100 of assessed value. Since property was assessed a t approximately one-third
of f u l l value p r i o r t o the court decision, e f f e c t i v e property t a x r a t e s of l o c a l governments i n t h e L o u i s v i l l e SMSA varied rotghly between $0.50 and $0.17 and t h e r e e x i s t e d no
upward f l e x i b i l i t y i n these r a t e s .
The court ordered l o c a l assessors t o i n f l a t e assessed v a l u a t i o n by t h e reciproc a l of the e x i s t i n g assessment r a t i o (g.g., 2.63 i s the r e c i p r o c a l of a 38 percent
assessment r a t i o ) . However, only median assessment r a t i o s had been computed i n t h e
s t a t e , and t o apply a constant m u l t i p l i e r t o each parcel of property would only magnify
the e x i s t i n g inequity. To achieve a g r e a t e r degree of assessment e q u a l i t y , an o f f i c e
r e a p p r a i s a l was concurrently undertaken by the o f f i c e of t h e J e f f e r s o n County Tax Commiss i o n e r . 2 1 Local governments were ordered t o reduce property t a x r a t e s by t h e same mult i p l e a s assessed value was r a i s e d i n the county, L.E., i n such a way t h a t t h e property
t a x y i e l d would be the same before and a f t e r the 100 percent r u l i n g . Local u n i t s would
then have the option of r a i s i n g t h e r a t e , provid,ed t h a t t h e estimated y i e l d f o r the prope r t y tax would not increase by more than 10 percent. Both the Loclisville c i t y and Jefferson County school d i s t r i c t s , and the Louisville c i t y government exercised t h i s option
i n 1966, while t h e J e f f e r s o n Cwmty government did not c h o ~ s et o increase r a t e s . The
same 10 percent optional maximum y i e l d increment i s i n e f f e c t for 1967. What .iction the
l o c a l u n i t s w i l l be allowed t o take on property tax r a t e s a f t e r 1967 has not been decided
a t t h i s writing.
The e f f e c t s of t h i s court decision on l o c a l finances i n the L o u i s v i l l e a r e a may
be seen from Tables 10 and 11 which i n d i c a t e the a c t u a l increments i n assessed value and
tax r a t e s . With reference t o t h e c e n t r a l city-suburb d i s p a r i t y i n property t a x a b i l i t y ,
t h e court r u l i n g probably has t h e e f f e c t of lessening a growing imbalance. P r i o r t o the
f u l l value decision, the c i t y goverment had reached t h e l e g a l r a t e c e i l i n g and the cont r i b u t i o n of new construction t o t h e t a x r o l l s was considerably l e s s i n the c e n t r a l c i t y
than i n t h e suburban a r e a (note t h e r a t e s of increase i n assessed value shown i n Table
10). Given t h a t the n a t u r a l increase i n assessed value outside t h e c e n t r a l c i t y w i l l
continue t o exceed t h a t i n s i d e the c e n t r a l c i t y , t h e court r u l i n g provides t h e c i t y of
Louisville with some ( r a t e ) f l e x i b i l i t y which tends t o reduce the d i s p a r i t y i n property
tax a b i l i t y . But s i n c e property tax burdens i n the c e n t r a l c i t y a r e already g r e a t e r than
burdens i n the suburban a r e a s , f u r t h e r increase would only enlarge t h i s d i s p a r i t y . Conv e r s e l y , t h i s s t a t e a c t i o n w i l l make i t possible f o r the c i t y school d i s t r i c t t o reduce
t h e d i s p a r i t y i n e f f e c t i v e property t a x r a t e s between t h e c i t y and county school d i s tricts.

11!

For a more complete discussion, see J . E. Luckett, "The Administrators Response t o
F u l l Value Assessment," Proceedings of t h e Fifty-Ninth Annual Conference on Taxation of
the National Tax Association, 1966, pp. 190-203.

TABLE 10. --EFFECTS OF 100 PERCENT ASSESSMENT
ON ASSESSED VALUATIONS I N JEFFERSON COUNTY
(Dollars)

Louisville
(Central City)
T o t a l Assessed
Valuation

P e r Capita Assessed
Value

Average Annual P e r c e n t
Increase i n Total
Assessed Valuation

J e f f e r s o n County
(Total)

J e f f e r s o n County
(Outside C e n t r a l C i t y )

TABLE 11.--EFFECT OF 100 PERCENT ASSESSMENT ON ACTUAL
PROPERTY TAX RATES IN JEFFERSON COUNTY
Actual Rate 1965
per $100

Actual Rate 1966
per $100

$1.50

$0.501

City School District

1.50

0.547

Jefferson County

0.50

0.171

County School District

1.50

0.570

City of Louisville

State Action and
-----

the Occupational License

A second purpose of the special legislative session of 1965 was to consider the
problem of financing education in the Louisville metropolitan area. The result of the
session was that the Legislature authorized school districts in Jefferson County to impose the same kind of occupational license tax as that administered by the city and
county governments, not to exceed one-half of 1 percent of (a) salaries, wages, commissions, and other compensations earned by persons within the county, and (b) the net
profits of all businesses, trades, occupations, and professions, for activities conducted
within the county. The revenues are to be shared by the two school districts on an enrollment basis.
Given the differential in fiscal capacity between the central city and the suburbs, and the fact that per student direct state aids are greater to the county school
district than to the city, it may be argued that the net effect of this state authorization is in the direction of reducing the disparity.
The occupational license has been levied by the Louisville city government since
1949 and by the Jefferson County government since 1961 (at a rate of 1.25 percent), and
accounts for over one-fourth of all general revenues of both the city and the county. In
all cases, the collection is administered by a Sinking Fund Commission. Workers employed
within the city are not subject to the county tax and, in cases where income is earned in
both the city and the county, the tax is prorated between the units.
Division of Responsibility Among
----

Local Governments

Prior to 1960, the city of Louisville had been saddled with responsibility for
a number of what might ordinarily be expected to be county government functions. Further, the county contribution for the support of a number of joint agencies was considerably less than that made by the city. The basic reason for this division of financial
responsibility was the limited fiscal ability of the county government. The effect was
in part a drain on central city funds to support certain public services outside the central city when, in fact, per capita needs were greater in the central city.
The primary source of county revenue before 1960 was the property tax, the rates
of which, as indicated above, are limited by the Kentucky Statutes to $0.50 per $100 of
assessed valuation--a ceiling which was reached by the county government more than a
decade ago. Though receipts from the property tax increased substantially over the 19501960 decade because of a rapid increase in population outside the central city, there
remained a need for additional funds. Consequently, in 1959, the county enacted a 1.25
percent business and occupational license tax to be administered along with that of the
city by the Sinking Fund Commission. The data in Table 12 indicate the relative importance of the occupational license as a source of revenue to both the city and the county.
As a result of the increased revenues of the county government, there occurred a
shift in the degree to which the city and county shared in the financing of certain functions. The county imediately assumed major responsibility for local welfare assistance,
and the county appropriation to the University of Louisville fncreased from $40,000 in
1959 to $570,000 by 1965. Similarly, the county appropriation to the Board of Health and
Public Libraries increased by significant amounts.
The net effect of this balancing of the fiscal abilities of the city and county
governments is a reduction of the disparity in the resources-requirements ratio between
the areas inside and outside the central city. Given that the level of needs for certain
public services is greater inside the central city in part because of the higher incidence of poverty, and chat fiscal resources are greater outside the central city--this
redistribution of functional responsibility resulted in the city government having a
greater proportion of revenues free to devote to internal needs.

TABLE 12.--OCCUPATIONAL LICENSE AND PROPERTY TAX REVENUES OF
LOU1 SVI LLE CITY GOVERNMENT AND JEFFERSON
COUNTY GOVERNMENT: FOR 1 9 6 6 ~

Louisville
City

Jefferson
County

Occupational l i c e n s e t a x
collections:
Total
Per capita
P e r c e n t of t o t a l revenue
Property tax collections:
Total
Per capita
P e r c e n t of t o t a l revenue
a ~ i s c a ly e a r .
b ~ e rc a p i t a occupational l i c e n s e c o l l e c t i o n s f o r county government a r e
on a b a s i s of population i n J e f f e r s o n County b u t o u t s i d e t h e c e n t r a l
c i t y . For county government property t a x e s , t h e p e r c a p i t a base i s t h e
e n t i r e population of t h e county.

he o c c u p a t i o n a l l i c e n s e i s a d m i n i s t e r e d and c o l l e c t e d by t h e C i t y of
L o u i s v i l l e Sinking Fund and not a l l c o l l e c t i o n s i n a given y e a r a r e
t r a n s f e r r e d t o t h e c i t y and county g e n e r a l funds. T h e r e f o r e , occupat i o n a l l i c e n s e revenues a s a percent of t o t a l g e n e r a l revenues i s lower
t h a n would be a comparable s t a t i s t i c computed on a b a s i s of o c c u p a t i o n a l
license collections.

Municipal Development Policies
Core city-suburb and suburban inter-community disparities have been affected to
a great extent by recent state and local actions concerning incorporation and annexation.
As noted above, the Louisville SMSA is fragmented politically by 129 local governments
A comparison of Census of ~overnmentsg/
(67 of which are located in Jefferson County).
statistics indicates a growth in this fragmentation over the 1957-1962 period. These
data reveal that Jefferson County was overlapped by 48 local governments in 1957, which
means a net increase of 21 local units over the five year period. Most of this increment
was due to the incorporation of 15 municipalities (9 of which had 1962 populations of
less than 1,000) outside the central city in Jefferson County.
In addition to this municipal incorporation, the city of Louisville has annexed
approximately 2.17 square miles in the period 1959-1967.g/ The net effect of this
annexation has probably been in the direction of reducing central city-suburban fiscal
it would
disparities. Since most of the annexations were initiated by subdividers&/
seem reasonable to assume that the annexed areas were primarily new residential developments. Hence the contribution to the central city tax base most probably exceeds the
incremental costs of serving tile new areas, In contrast, recent annexation by the city
of St. Mathews works in the direction of increasing central city-suburb differences in
tax burden and in resource capacit:~. New incorporation and annexation would have a considerably greater impact on disparities, if the city of Louisville relied more heavily
on the property tax as a source of revenue. But because over 20 percent of municipal
revenues are derived from the occupational license which is levied on earnings at the
place of employment, residents of suburban communities escape only the city property tax
if they cammute to work in the central city.
Regional Government Policies
Governmental consolidation, the formation of special districts and increased
interlocal cooperation in the Louisville area have resulted in a greater uniformity in
public service levels (especially in the provision of water and sanitary sewer services)
within the SMSA. Up to 1965, the Louisville Water Cornpany furnished a relatively high
quality and low cost service to residents of the central city and some suburbs, while a
number of small distributor systems in the county furnished a generally lower quality
service at higher rates. However, in the past two years the Louisville Water Company has
purchased all but two of the smaller distributor systems. Though this consolidation has
probably resulted in a reduction of variations in the quality of services, and in a reduction of water rates in the county, user charges are 20 to 35 percent lower inside than
outside the central city area.
Disparities in sewerage services in the SMSA have also been reduced through the
provision of this service on an areawide basis. The maintenance, operation, and extension of sewer facilities is the responsibility of the Louisville and Jefferson Metropolitan Sewer District. Approximately 90 percent of operating revenues of the MSD are derived from metered service charges of the Louisville Water Company. However, the effectiveness of the MSD in equalizing service levels in the county had been limited by the

U.S. Bureau of the Census, U.S. Census of Governments: 1957, Vol. I, No. 2, Local
Government in Standard Metropolitan Areas, U.S. Government Printing Office, Washington,
D.C., 1957 and U.S. Bureau of the Census, Census of Governments: 1962, Vol. V, Local
Governments in Metro~olitanAreas, U.S. Government Printing Office, Washington, D.C.

131 John C. Bollens, "Annexations of One-Fourth Square Mile or More,'' The Municipal
Yearbook, The International City Managers Association, 1959-67.

restrictions placed on its powers in areas beyond the Louisville city limits. Prior to
1964 legislation, the MSD was limited to contracting for sewer extensions into unincorporated areas of the county. In order to make an extension (which would be financed by
special assessments) feasible, full financial participation by the property owners was
needed. Thus a minority in a given area could effectively block an attempt to extend the
city sewer system.
A 1964 bill, drafted by legislators of both parties, authorizes the MSD to set
up construction subdistricts and build sewers within the confines of those areas. The
extensions are to be financed by revenue bonds tied to user rentals and charges in the
subdistrict. The bill provides for alternative methods of financing: (a) sewer assessments based on either area or assessed valuation, and (b) payment to the sewer district
Placing the initiaby the subdivider (who in turn passes the cost on to home buyers).
tive and the burden of the cost on the benefited parties removes the objections of central
city residents who have reacted against suggestions of areawide financing of extensions
of the existing system into the county. Since 1965, 23 construction subdistricts have
been created in Jefferson County to finance the extension of sewage disposal facilities.
Further, the MSD has assumed (by contractual arrangement) the maintenance and operation
of 37 smaller treatment plants in the county. These measures have raised the quality of
service in suburban areas and have reduced the wide service level variations among suburban units.
Yet a third general type of regional government policy which may have a substantial effect on disparities within the SMSA is a strengthened areawide planning effort
and increased interlocal governmental cooperation. Recent state planning enabling legislation (1966) was enacted to correct deficiencies in the old legislation and make uniform
provisions for planning in cities of all classes. Basically, the new law provides for
(a) broad guidelines whereby cities and counties may organize to establish countywide and
regional planning programs, (b) the minimum requirements and procedures for a comprehensive plan, and (c) administrative procedures, enforcement procedures, and penalties
Since this legislation, practically all communities with active planning programs have
reorganized to comply with the new requirements. The Louisville and Jefferson County
Planning Commission is, under statutory authority, the only official planning body for
the city of Louisville, Jefferson County, and all other municipalities within the county.
All public improvements of any type undertaken by any public body, cmission or agency
must be certified by the Planning Commission as being in accordance with the urban area's
the officially adopted Master Plan, any approved interim
comprehensive planning, i.~.,
component of the plan, or any approved adjustment to the plan.
This establishment of a comprehensive planning effort in the Jefferson County
SMSA is potentially a factor which will tend to reduce central city-suburb disparities
primarily through the adoption of a long range plan for the location of new community
facilities and the replacement of outmoded public facilities. Included in the public
facilities plan are parks and recreation, schools and other educational and cultural
facilities, utilities, fire stations, police stations, jails, and other public offices
or administrative facilities.
In addition to the efforts of the Planning Commission, disparities may also be
reduced through interlocal cooperation with the SMSA. Because of the fragmented nature
of local government in the metropolitan area and because the Louisville SMSA includes
two Indiana counties (Clark and Floyd), the kind of interlocal cooperation required for
the solution of urban problems is especially complex. However, much progress has been
made since early 1965 in areawide planning and in the areawide provision of certain public services through interstate and interlocal cooperation among local governments.

Kentucky Department of Commerce, Planning Legislation, 1966 (Frankfort, Kentucky),
1967.

Even though the Kentucky and Indiana portions of the Louisville SMSA are physically separated by the Ohio River, the interaction between local governments in the two
states is substantial and has important implications for the provision of public services.
It is estimated that approximately 9 percent of Jefferson County employment commutes from
the Indiana counties while approximately 8 perc nt of Clark County and 7 percent of Floyd
County employment reside in Jefferson County.s7 In addition to net in-carmuting to
place of employment, it is also probable that there is a net inflow to the Kentucky side
of the SMSA for other purposes, g.g., shopping, entertainment, and carmuting to classes
at the University of Louisville. These interactions suggest immediately that a major job
requiring interstate cooperation of local governments is that of developing and coordinating an adequate transportation network. State highway departments have long had an
agreement on the division of responsibility for the maintenance of the bridges over the
Ohio River. A comprehensive metropolitan areawide transportation study is now underway,
being jointly undertaken by local governments in the SMSA and the highway departments of
the two states.
For public functions other than transportation, g.g., law enforcement or fire
fighting assistance, the interaction between the states has proceeded on an informal
basis. Recently, an advisory body has been created to promote interlocal cooperation on
a more formal basis in the metropolitan area. The Falls of the Ohio Metropolitan Council
of Governments is a newly-established organization having a broad mandate for study,
planning, and action. Its organization is partially an outgrowth of a new federal emphasis on requiring comprehensive regional planning on a metropolitan level as a prerequisite for continued and expanded grants to local communities. In this regard the function
of the council is to serve in an advisory and coordinating capacity in evaluating and
defining the planning needs of an area, establishing policies in regard to the planning
program, and in designing a continuing planning program.
The governments of the city of Louisville and Jefferson County jointly finance
a number of public agencies. Among these are The Youth Commission, the Public Libraries,
an Air Pollution Control District and a Department of Traffic Engineering. In almost all
cases, the city government contribution is substantially larger than that of the county
--though this difference has been reduced in recent years. The provision of sanitary
sewage services (see above) is now made on an areawide basis in that the Metropolitan
Sewer District has assumed the maintenance and operation of 37 small treatment plants
and distribution systems in the county. Ninety percent of the operating revenues of the
MSD are derived from user charges, though financial support for the other agencies comes
primarily from the city and county appropriations.
Finally, the Kentucky Interlocal Cooperation Act was established to enable cooperation among local governments in the provision of public services. This Act permits
localities to enter into an agreement for joint or cooperative action, and to borrow money and issue negotiable revenue bonds to defray costs incident to the performance of the
designated function.El
Other Local Government Policy
Two local government policies which bear examination in that each affects disparaties within the SMSA are (a) local governments' use of service charges, and (b) local governments' use of federal funds for urban development.

Charles Garrison, Intercounty Commuting in Kentuckx, Bureau of Business Research,
University of Kentucky, Lexington, Kentucky, 1961.

111 See Kentucky Law and the Cities, Informational Bulletin No. 5, Kentucky Legislative
Research Carmission, Frankfort, 1966, p. 32.

The city and county occupational license might be considered a user charge in
that it is a payment for the privilege of working in the central city (or in the county).
In this respect, this method of financing has greatly reduced one of the most serious of
the graving gap, inside the central city, between expenditure rethe disparities, L.s.,
quirements and fiscal resources. This gap is created partly by the high levels of need
in the central city for poverty-linked services and partly by the low fiscal abilities of
the central city, and is magnified by the cost of providing services to nonresident communities. If the city relied more heavily on the property tax, the needs-resources gap
would most certainly be greater; however, the license fee results in an assessment on
these nonresidents for the use of city services.
In addition, the city of Louisville received approximately 11 percent of operating revenues from user charges in 1966. Both the Louisville Water Company and the Metropolitan Sewer District also derived a majority of their income from user charges. However, in both cases residents outside the central city generally were assessed a higher
rate.
Local governments in the Louisville area have made extensive use of federal
funds for urban redevelopment. Because this rebuilding is aimed primarily at low income
slum neighborhoods, the renewal projects must be considered as contributing to the reduction of disparities within the SMSA. Approximately 1,004 acres are included in the six
urban renewal projects currently in execution, with local governments contributing
approximately 32 percent ot total federal-local support. In addition, the city's Housing
Code Compliance program has brought a total of 5,400 dwelling units--in the core city-from substandard status to conformance with Code standards. During 1966, over 17,000
dwelling units were inspected, 4,100 of which were found in noncompliance with the Housing Code. It is estimated that over 5,000 units will be brought into compliance during
the year 1967.g1
Federal Government Policies
Federal government involvement in local finances may take the form of (a) a
grant or loan directly to the local area for health and hospitals, education, highways,
and welfare, or (b) urban development assistance--either matching grants or lending and
insurance activity in the private housing area. Table 13 shows federal aids in the
Louisville area by general function for the fiscal years 1966 and 1967. The largest
single partion of these funds is devoted to highway construction and distributed through
the Kentucky State Highway Department. The net effect of these funds on central citysuburb disparities is probably neutral. The over $8 million in federal aids for education purposes is distributed in such a way as to equalize disparities, since the city
school district receives two to three times more than the county districts (it is worth
noting, however, that the city district received 3.3 times more than the county in 1966
The great majority of federal grants for
but will receive only 2.3 times more in 1967).
health and welfare in the metropolitan area are distributed within the central city and
therefore tend to have the effect of reducing disparities. In sum, the disparity reducing effects of federal funds used for education and health-welfare are obvious.
The effect of federal assistance for community facilities, including highways,
on intrametropolitan disparities is less apparent. Aids for urban renewal, neighborhood
facilities, and low rent public housing assistance reduce imbalances by redeveloping or
rehabilitating dilapidated areas in the central city. Conversely, federal assistance
for sanitary and storm sewers results in the provision of a more homogenous countywide
level of services--in some cases by upgrading facilities outside the central city.
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TABLE 13.--FEDERAL GRANTS IN THE JEFFERSON COUNTY AREA:
FISCAL 1966 AND 1967
(Dollars)

Education
Conimunity facilities
Highways
Interstate highways
Low rent public housing
Urban renewal
Health and welfare
Other
Total

25,551,195

48,897,387

9,700,000
9,000,000
130,000
8,077,195

11,400,000
10,800,000
2,821,000
11,752,387

2,136,000

2,570,400

104,000

260,000

$36,478,19Sa

$61,697 ,OOOa

a1966 figures include $5,461,000 of approved loans. 1967 figures include $2,856,000 of approved loans and $1,977,400 of grants applied
for but not yet approved.
Source:

Survey by William Warner for Urban Development Committee of
the Louisville Chamber of Commerce and published in Louisville Business Trends (Louisville Chamber of Commerce, Louisville, Kentucky) , February, 1966.

A FORECAST OF THE TREND IN SMSA DISPARITIES
The pattern of population growth and industrial development in the Louisville
SMSA will probably increase many of the disparities discussed above. The centrifugal
pattern of residential growth and the continued movement of industrial and retail activities to outlying areas will increase socioeconomic and fiscal disparities between the
areas inside and outside the central city. Conversely, an imaginative plan for the redevelopment of the Louisville slum areas should substantially reduce the disparities inside
the central city.
Central City-Suburb Disparities
The Jefferson County area is characterized by substantially higher incomes in
the suburbs than in the central city, and among suburbs, higher incomes in those located
in the eastern end of the county. It is forecast that this pattern will continue to
describe the distribution of income within the county over the next decade and will intensify since it is predicted that the east end of the county will enjoy the most ra id
residential growth and generally the greatest in-movement of high income families.-197
In addition to the outward movement of residents, industry has been increasingly
locating in sparsely settled areas in the urban fringe, especially in prestige locations
along freeways or planned freeway routes. The metropolitan area transportation plan
defines a system of freeways in the county which makes suburban industrial locations
increasingly feasible. With the movement of population and industry to suburban location, the commercial and service sectors have migrated from the central city in significant numbers and the prospects are that this trend will increase.
This suburban migration of population and commercial and industrial activity is
not without its effect on the local fiscal structure. On the revenue side, this growth
pattern tends to increase the central city-suburb imbalance in the capacity to finance.
Local governments servicing the area outside the central city will benefit from suburban
industrial and residential growth via increments in assessed value, and increments in
occupational license collections stemming from greater employment levels. However, this
growth will also result in greater requirements for public facilities in these suburban
areas and hence greater fiscal needs. The imbalance between the city and county in the
financing of the education function will not be affected as substantially by suburban
growth because of the special arrangement for the use of the occupational license for
education purposes--collected on a countrywide basis but distributed between the two districts on the basis of enrollments.
A projected increment in the gap between the fiscal ability of the central city
and the suburbs does not necessarily present a disparity which should be corrected by
public action. Rather the important question is whether the fiscal resources-expenditure
requirements gap is becoming increasingly different between the central city and the suburban areas. Accompanying the decentralization of economic activity in the Louisville
SMSA will be an increasing reduction in the extent to which nonresidents provide a drain
on municipal services (via the trip to work, shop, entertainment, etc.).
But, on the
other hand, the prevalence of poverty in the central city requires public services which
may cost more per unit of population served.
In summary, because the city government levies an occupational license, and
because local support for public schools is distributed between the school districts
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is distributed between the school districts partially on a basis of needs rather than
where the revenues are raised, the growing socioeconomic and fiscal imbalances between
the central city and the suburbs do not have consequences as serious as would be the
case otherwise.
Disparities Within the Central City
The hard core poverty area of the SMSA is a predominately Negro section containing approximately 40 percent of the central city population. Louisville's model
city proposal is designed to reduce this intracity disparity through redevelopment of
this slum area. The original model city proposal was a five year plan designed to remake approximately one-fourth of the central city, but this proposal was reduced by
three-fourths after a HUD directive that not more than 10 percent of the city population
should be included in the model area. Louisville's proposal calls for the development
and improvement of educational, vocational, health, recreational, cultural and social
services in the model city area. As noted, it was not included in the first group of
model city grants. Great emphasis is placed on developing multipurpose educational,
health, and community centers.
In addition to the model city proposal, there are six Urban Renewal Projects
presently in execution and two in the planning phase--involving both clearance and rehabilitation and covering about one-fifth of the central city area. The area presently
contains 4,990 units of low rent public housing while 305 additional units for the elderly are now being constructed. The end result of this redevelopment should be a substantial reduction in the variation in neighborhood living conditions within the central
city.
POLICY RECOMMENDATIONS FOR THE REDUCTION OF DISPARITIES
The preceding sections are involved with identifying and measuring socioeconomic
and fiscal disparities within the Louisville SMSA and with forecasting the nature of
these imbalances. The function of this concluding section is to suggest a direction for
future public and private policy such that undesirable disparities (either socioeconomic
or fiscal) may be reduced.
Local Policies
Three measures might be taken by local governments to reduce disparities in the
SMSA: (a) Consolidation of the city and county school districts. (b) Reduction of
fragmentation in the provision of welfare services. (c) Reexamination of the rationale
of the local fiscal structure, particularly the use of the property tax as a method of
financing central city services.
Consolidation of school districts.--As shown above, there is a considerable disparity between the central city and county school districts in both the level of output
and the financial support. While the city system shows a higher dropout rate and smaller
proportions going on to college, per student measures of both locally raised revenues and
state assistance are higher to school districts outside the central city. It has been
suggested that reorganiz tion of the county school system might be used partially to correct these imbalances.g7 The proposal would consolidate the local school systems in

201 See "Preliminary Evaluation Report on Louisville and Jefferson County Public
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Jefferson County and form a small number of administrative units within the single school
system. These smaller units would be wedge shaped: the points in the central city and
the bases extending out into the county. Enrollment at high schools in these wedge
shaped units would then be a mixture of the central city poor and the wealthier from the
suburbs. The long run objectives of this plan would be a reduction of racial and class
imbalances within the SMSA. An additional result of school district consolidation would
be the elimination of differences in the resources available for the central city and
county educational services.
Consolidation of welfare services.--Local governments might reduce central citysuburb disparities in the incidence of poverty by the coordination of social services and
welfare assistance in the SMSA. As a result of the existing fragmentation of services,
it is alleged that the Louisville program suffers from a lack of comprehensive planning
for family problems (as opposed to individual problems), an inadequate definition of
problems, limited financial resources, and administrative practices which tend to limit
services available.=/
At present there are 22 non-OEO funded welfare agencies and
departments (public and private) operating in the Jefferson County area, each of which
tends to structure social service programs in terms of individual capabilities, rather
than focusing on the problems of clients.=/
The end result of this fragmented approach to the provision of social services
is less of a reduction in poverty conditions than would be possible under a comprehensive
social plan, where the activities of all social and welfare agencies would be integrated
and coordinated to achieve some c m o n goal. The objective of integration of activities
is most likely to be achieved by the definition of a comprehensive plan, the creation of
an areawide coordinating commission for social service programs, and possibly the creation of a social service exchange where persons receiving services from any agency could
be registered to avoid duplication of service and to assist in agency referrals.

--

Reexamination of the local fisc.--Local government action might also be taken to
reduce imbalances in the fiscal structure within Jefferson County. Three considerations
would seem relevant here. The first grows out of a recognition that it costs more to
supply certain types of public services in poverty areas; the second relates to the need
to plan for the long run decline in the taxable base of the central city; and the third
involves balancing the property tax effort exerted by residents inside and outside the
central city, and rethinking the role of the property tax in the long run reduction of
SMSA disparities.
In the preceding section it was hypothesized that a combination of the movement
of population and industry to suburban areas might have the effect of further eroding the
fiscal base of the central city via the effect of this migration on both employment (the
occupational license) and assessed valuation (the property tax).
Simultaneously, residential migration--to the extent the underprivileged do not migrate--will tend to accentuate central city-suburb disparities in the proportion of population below the poverty
level. It has been argued that the cost of providing a given quality of public services
in these poverty areas is higher than in the suburbs; for education because the disadvantages under which children of poor and minority-group families suffer produce requirements in the way of special services, very small classes and the like to assure a performance in school equivalent to that of the suburban middle class child,Z/ for fire
protection because of the high density of population and the number of dilapidated and

City of Louisville Model City Application, Abstract,

. . . , pp.

17-18.

"Louisville and Jefferson County C m u n i t y Action Commission Evaluation," Technical
Supplement No. 5, Non-OEO Funded Activities, Urban Studies Center, University of Louisville, Kentucky, 1967.
Dick Netzer, "The Urban Fiscal Problem,"

. . . , p.

7.

substandard houses; for street cleaning and refuse collection because of commercial
activities, intensity of use of local roads and streets, dilapidated neighborhoods, and
SO on.
Then the combined effects of these forces--out-migrationof industry and higher
income residents, and the higher cost of providing public services to the poor who remain
in the central city--is an increase in the resources-requirements gap in the central city
area. Local governments might take a step toward reducing this potential disparity by
rethinking the role of the property tax in the redevelopment of the central city. Netzer
notes that the real fiscal problems connected with city rebuilding programs relate to the
choice of fiscal instruments used for the financing rather than to the fiscal capacity of
High central city taxes on business or taxes which discourage rebuilding in
the city.%/
the core area are in the long run a deterrent to the increase in both economic activity
and real property values in the central city. As shown in Table 7, effective property
tax rates in the Louisville central city are two to three times larger than in some areas
outside the central city. If an effective central city redevelopment program requires
private investment in housing, then the property tax as presently used in Louisville is
at cross purposes with the restructure of the core city and the reduction of disparities.
State Policies
The most obvious of the actions which might be taken by the state of Kentucky
to reduce imbalances in the Louisville SMSA relates to aids for education. As shown
above, both per student locally raised revenues and per student state aids are higher
for the school district outside the central city than for the Louisville city school district. Therefore, the state allocation of education assistance apparently works to
accentuate disparities between the two school systems. Not only should this allocation
be reexamined, but the state aid distribution formula should in sone way be corrected to
reflect cost differentials, i.~.,to account for the higher cost of educating children
in poverty areas. To some extent this traditional deficiency in state allocation formulas has been corrected by the Federal Aid to Education Act of 1965, which provides grants
to larger central city schools.
Federal Policies
The potential role of the Federal government in reducing SMSA disparities lies
generally in the area of providing more financial support for the poverty linked services,
e.g., education, health and welfare, and urban redevelopment. Federal involvement in the
Louisville Urban Problem has been primarily in the area of urban development, and the
most important potential reduction of disparities in the Louisville SMSA is based on the
city of Louisville Model City application to HUD. The ultimate objective of this program
is the rehabilitation of a hard core poverty area (10 percent of the city population).
A second need in the SMSA is a continued federal program of urban renewal and continued
federal involvement in the provision of low cost housing.

